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In a Public Notice released September 10, 1997, the Federal Communications
Commission (“FCC or Commission”) seeks comments regarding the Universal Service
support distribution options for schools, libraries and rural health care providers. The
Missouri Public Service Commission’s (MoPSC) comments to the issues presented in the
Public Notice are as follows:

PART I: Questions Presented
ISSUE I: Whether a “window” period should be established in which all beneficiaries
filing within that period would be given equal priority.

BACKGROUND: In paragraph 535 of the Commission's Report and Order’, the
Commission concluded that universal service spending for eligible schools and libraries
would be capped at $2.25 billion annually, and be committed on a first-come-first-served
basis to eligible schools and libraries.

DISCUSSION: Because of this program, there should be a 30 day "window"
from January 1, 199.8 through January 30, 1998 wherein all applications are treated as
received on the same day. Administratively, the Schools and Libraries Corporation (SLC)

remains in the process of finalizing the application process as well as organizing its data
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base for receipt of applications. With the potential for confusion that results from initiating
the program, schools and libraries should not be penalized by the literal meaning of
“first-come-first-served” in the Order at §535. The 30 day "window" allows schools and
libraries initial equal access to the fund. After January 30, 1998, the fund should proceed
as administratively ordered in the Commission’s rules. Any additional “windows” of time
will become confusing and difficult to handle administratively.

ISSUEII:  Whether to clarify that the rules of priority for distributing funds to schools
and libraries set forth in Section 54.507 of the Commission's rules, 47 CFR 54.507, apply
to the $1 billion collected and distributed between January 1, 1998 and June 30, 1998.
That is, if expenditures between January 1, 1998 and June 30, 1998 reach the level
where only $250 million remains before the $1 billion cap is reached, the remaining funds
will be distributed in accordance with the rules of priority.

BACKGROUND: 47 CFR 54.507(a) states in part that the annual cap on federal
universal service support for schools and libraries shall be $2.25 billion per funding year,
with one of the exceptions noting that no more than $1 billion shall be collected or spent
for the funding period from January 1, 1998 through June 30, 19982
Section 47 CFR 54.507(b) further clarifies that the funding year for purposes of the
schools and libraries cap shall be the calendar year. Finally, 47 CFR 54.507(g) states in
part that when expenditures in any funding year reach the level where only $250 million

remains before the cap will be reached, funds shall be distributed in accordance to the

rules of priority.®

2 Id. at 529.
8 Id. at 539.
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DISCUSSION: The rule provides that $1 billion shall be allocated for federal
universal service from January 1, 1998 through June 30, 1998. This provision insures
control over the initial application and distribution process, and it is not related to the rules
of priority discussed in Section 54.507(g).

Section 54.507(g) specifically addresses rules of priority which are triggered when
the expenditures over the calendar year are depleted to $250 million. The $250 million
trigger is intended to be measured against the $2.25 billion dollars spending cap for the
funding year, not the $1 billion cap allocated January 1, 1998 through June 30, 1998. A
contrary interpretation should not be read into the rule. The remainder ($1.25 billion) will
still be collected between July 1, 1998 and December 31, 1998, and the trigger should
be applied to the program once it is fully funded at the $2.25 billion cap.

The purpose of Section 54.507(g) is to insure that educational institutions and
libraries with a higher percentage of the economically disadvantaged population receive
priority access to the remainder of the $2.25 billion which may remain at the end of a
funding year. However, such educational institutions and libraries are not precluded from
participating in the overall application process. Although the exception for $1 billion
between January 1, 1998 through June 30, 1998 provides a method for controlling
spending on the $2.25 billion for the 1998 funding year, the rules of priority should be
based on the $2.25 billion cap on expenditures for the calendar year.

ISSUE lll:  Whether a mechanism to prioritize requests from rural health care providers
should be adopted in the event that requests exceed available funds. For example,
should a mechanism be established to insure that funds are distributed to rural health

care providers located in all regions of the country. The Commission seeks comment on
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whether such a mechanism should be permanent or should apply only in the first quarter
of 1998, when collection for rural health care is limited to $100 million.

BACKGROUND: In the Commission’s Order, the Commission estimated that
there are approximately 12,000 health care providers located in rural areas that are
eligible to receive supported services under Section 254(h)(1)(A).* Based on this
assumption, together with additional calculations on types of services and usage, the
Commission further estimated that the cost of providing services eligible for support under
Section 254(h)(1)(A) is $336 million if all eligible health care providers obtain the
maximum of supported services to which they are entitled.® Thus the Commission
concluded that services for health care providers should be capped at $400 million
annually.®

The Commission did not anticipate that the cost of funding would exceed the
$400 million cap because of the limits on the services that any one health care provider
may request.” Additionally, the Commission does not want to create incentives for health
care providers to file for services prematurely.® Applications will be reviewed on a
first-come-first-served basis, and funding for the first quarter of 1998 will be limited to

$100 million.® The Commission directed the Administrator to collect $100 million for the

4 Id. at 706.
5 Id. at 707.
8 Id. at 705.
7 Id. at 713.
8 Id. at 713.
° Id. at 713.
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first three months of 1998 and to adjust future contribution assessments quarterly based
on its evaluation of health care provider demand for funds, within the limits of the
spending cap. The Commission resolved to consider adjusting the cap at the three year
planned review in the event that the requests from health care providers exceed the
funding cap."

DISCUSSION: The Commission has established a solid mechanism for handling
requests for services by eligible rural health care providers, and there is no need to make
administrative changes or additions to implement the program. During 1998, there should
be no limitations placed on receipt or distribution of funds from the plan other than the
orders set forth in the Commission’s Report and Order. The Commission has capped the
plan over its initial estimated cost to insure that all eligible rural health care providers are
accommodated. Therefore the plan should be maintained on a first-come-first-served
basis, noting that the fund is intended to service all eligible rural health care providers by
the end of the year.

it would be potentially inaccurate and administratively burdensome to attempt to
evenly distribute funds during the first year given the uncertainty of the need of rural
health care providers nationwide. Because of the uncertainty of the need, the
administrator is directed to closely scrutinize and provide quarterly updates on the plan’s
progress to determine if adjustments for fund distribution within the cap are warranted."’
These progress reports will also allow the Commission to formulate a complete picture

over a year as to the needs of rural health care providers. If at the end of 1998, there

10 Id. at 715.
" Id. at 710.
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remains discrepancies as to the equality of the distribution of funds verses the needs of
health care providers nationwide, adjustments should be made to more equally distribute
the funds nationwide. However, such an adjustment will only be warranted where the
need exceeds the cap. Where the need remains within the cap, the distribution of funds
should remain on a first-come-first-served basis.

PART li: Recommendation by the E-rate Implementation Working Group

On July 31, 1997, the E-rate Implementation Working Group ("E-rate Group")
submitted a recommendation to the Commission concerning: 1) the design of the
application form to be submitted by schools and libraries for Universal Service Fund
("USF") support and; 2) alternative measures for review by state education or library
agency for the required approval of Technology Plans as part of the E-rate application
process. The Commission concurs with the E-rate recommendation with the exception
of Part V relating to a data warehouse on page 10 of the report.

BACKGROUND: The E-rate proposes to create a publicly accessible national
data warehouse which would capture all necessary information relating to schools and
libraries and the USF. Such information would be stored in digitized form, allowing its
incorporation by reference as appropriate in E-rate applications. For example, the E-rate
Group points out that one file could be devoted to information on individual schools and
libraries, including a unique identifier, physical location, contact person, population,
building count, poverty measure, technology inventory and identification of the technology
plan(s) applicable to it using the unique identifiers from the technology plan file. The
school/library or some higher level entity may input the school/library record into the
system and the completion and accuracy of this information would be a prerequisite to

its E-rate eligibility. A second file could incorporate technology plans, and a third the

Page 6



E-rate applications. The E-rate Group concluded that this data warehouse could be
created in less than a year at a cost of approximately $5 million to the SLC. The E-rate
Group recommended that the Commission direct the SLC to explore the feasibility and
cost effectiveness of establishing such a data warehouse.

DISCUSSION: Establishing a data warehouse is good in theory, but not in
practice. Schools and libraries are already required to submit detailed applications and
technology plan(s) to be approved by the appropriate state entity or potentially the SLC.
Further, the schools and libraries are to maintain these records and have them available
for auditing and random review. Where a question arises concerning an application or
technology plan, the appropriate state entity can be contacted for clarification. If the
Commission, develops a method wherein the application process as well as the
technology plan(s) become standardized for more efficient processing, as the E-rate
Group recommends, the schools and libraries would be further prepared in the event that
questions arise. In addition, since schools and libraries may apply individually, by district,
consortium, or other means, cross referencing unique identifiers would not be sufficient.
By creating a data warehouse, the Commission would duplicate an existing state process
and add an unnecessary and administratively burdensome step to the system. Not only

would the Commission face the problem of administratively maintaining accurate
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information, but the administrative cost, which could in the end exceed $5 million, would

divert needed funds from schools and libraries.

Respectfully submitted,
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